BEFORE THE STATE TAX APPEAL BOARD

OF THE STATE OF MONTANA

ARTHUR R. VENDER
DOCKET NO.: PT-1997-128
Appel | ant,
- VS_

THE DEPARTMENT OF REVENUE
OF THE STATE OF MONTANA,

FI NDI NGS OF FACT,
CONCLUSI ONS OF LAW
ORDER and OPPORTUNI TY

Respondent . FOR JUDI CI AL REVI EW

The above-entitled appeal cane on regularly for
hearing on the 15th day of June, 1998, in the Cty of Helena,
Mont ana, in accordance with an order of the State Tax Appeal
Board of the State of Montana, (the Board). The notice of the
hearing was duly given as required by |aw The taxpayer,
represented by Arthur Vender, presented testinony in support of
the appeal. The Departnent of Revenue (DOR), represented by
Brandy Hlton, residential appraiser and Donald Blatt,
apprai ser, presented testinony in opposition to the appeal.
Testinony was presented, exhibits were received, a schedule for
post heari ng subm ssions was established, and the Board then
took the appeal under advisenent; and the Board having fully
considered the testinony, exhibits and all things and matters

presented to it by all parties, finds and concl udes as foll ows:



FI NDI NGS OF FACT

1. Due, proper and sufficient notice was given of

this matter, the hearing hereon, and of the tinme and place of

said hearing. All parties were afforded opportunity to
present evidence, oral and docunentary.

2. The taxpayer is the owner of the property which
is the subject of this appeal and which is described as
fol |l ows:

Land, containing 2.25 acres and the

i nprovenents thereon, at Tract E Phillips

Cabin Tracts, Lewis & Cark County, M.

Assessor nunber 11265

3. For the 1997 tax year, the DOR appraised the
subj ect property at a value of $16,850 for the | and and $14, 350
for the inprovenents.

4. The taxpayer appealed to the Lewis & dark County
Tax Appeal Board requesting a reduction in value to $4, 250 for
the land and $7,550 for the inprovenents.

5. The County Board denied the appeal for the reason
that "appellant failed to present adequate val ue evidence to
verify val ues."

6. The taxpayer then appeal ed that decision to this
Boar d.

7. The taxpayer requested value is the previous
cycl e apprai sed val ue.

8. Both parties responded wth post hearing



subm ssions to the Board.

TAXPAYER S CONTENTI ONS

M. Vender argued on his appeal formthat "The County
Tax Appeal Board didn't take into consideration the information
provided that the basis for the high value was on land 20 mles
away while | and about 5 nmles away sells for $2,000 per acre."

Taxpayer exhibit 1 is a listing of the |and
val uations for Phillips Cabin Tracts. M. Vender created the
exhibit by extracting information fromthe DOR files in Hel ena.

He contended that the DOR appraisals on the property shows a
range from $4,511. 86 per acre to $14, 861 per acre. He argued
that this situation denonstrates that the valuation nmethod used
by the DOR has not produced equal values and that a conplete
reapprai sal shoul d be acconpl i shed.

M. Vender studied the material used by the DOR to
arrive at the values, including the sales prices as provided
to himby the DOR after the |ocal board hearing. He cal cul ated
that the sales prices ranged from $1,993.72 per acre to
$9, 166. 67 per acre. His calculation was done by referring to
the sales found on "NBHD 661 Lincoln Area", (a CALP nodel)
utilized by the DOR H's analysis indicated that one sale was
at $15,000 per acre, but all of the others were $2,000 to
$3, 000 per acre when cal cul ated out on a per acre basis. He

could not determ ne how the DOR arrived at a |land value for



Phillips Cabin Tracts, because the sales are not supportive of
the value utilized in their appraisals. He did not nake an
adjustnent for tinme in his consideration of the sales. \V/ g
Vender testified that land in this area has not increased 350%
in 4 years, which is what the DOR figures represent.

He pointed out that the conparable properties
presented by the DOR are |ocated just outside of the town of
Lincoln and just off the highway with, such things as cable
tel evision available. The subject property is 5 mles froma
paved road, and does not have the anenities those properties
cl oser to Lincoln have.

M. Vender described nearby |and that was traded with
the U S. Forest Service for land in another |ocation. He
testified to a sale in 1993 by the U S. Governnent, a public
auction held by the Internal Revenue Service, where the highest
price paid by anyone was $1, 250 per acre. He did not have
sales verification, but did have discussions with real estate
agents who currently have land listed for sale at $2,000 to
$3,000 per acre in 20 acre plots.

The inprovenents consist of a one room cabin, a
garage built fromold boxcar |unber, and two wood sheds. The
cabin has electricity, a wod stove for heat, a tel ephone, but
there is no plunbing. It is not occupied on a regular basis,

but is used as a recreational cabin.



M. Vender stated that he has never been able to find
out how the DOR arrived at the values for the inprovenents.

The questioned DOR value is an increase from 1996 to 1997.

DOR CONTENTI ONS

The DOR presented copies of the Property Record Card
t he Montana Cost Conparabl e sheet, 5 pages of CALP | and val ue
nmodel s, a map showi ng the location of the inproved sales, and
a map showi ng the entire Nei ghborhood 661

Ms. HIlton testified that a property of .6 acres was
advertised in a real estate magazine for $20,000. (ex E) The
property actually sold in April of 1996 for $15, 000. That
cal cul ates to $25,000 per acre she stated, and was presented to
i ndicate what the trend for property in the area is doing.
She di scussed two sales that occurred in Septenber and June of
1992, for $4,000 total. Those sales were used in the CALP
(Comput er Assisted Land Pricing) nodel for valuation and are
slightly over 1 acre in size.

The DOR subm tted the nunerous CALP nodels to show
that no matter where you are in the Lincoln area, west of
Li ncoln, or up Stenple Pass, or Lanbkin subdivision, the one
acre site is valued at $14,600 by the DOR Wat varies in each
nodel is the base size and base rate. The nodel used for the

subj ect property is $5,344.81 per acre base rate for a 4 acre



base size. The DOR did not use the indicated figure however,
t hey "rounded" the figure of $5,344.81 down to $5,000 which is
entered by the appraiser into another conputer that does the
pricing. (Blatt testinony) The adjustnment rate is also in
actuality a rounded figure, and not the $1,846.10 indicated on
exhibit C
The base rate was determ ned by the conputer through
a mat hematical cal culation according to M. Blatt. M. Blatt
did not develop the CALP nodels used in pricing this property.
He stated that he has never physically inputted the data and
devel oped a CALP nodel. It was M. Blatt's testinony that the
nodel used in this pricing was devel oped by M. Terry Swope.
M. Swope determ ned the base rate and base sizes used in the
nodel s presented here.

BOARD S DI SCUSSI ON

The val ue of the subject property has been determ ned
by the DOR using the market approach to value. A value based
on the cost approach was al so determ ned but not used by the
DOR appr ai ser. The value of the subject inprovenents was
determ ned by subtracting the CALP determ ned | and val ue from
the overall market approach val ue.

The Board anal yzed t he Montana Conparabl e Sal es sheet
(ex F), and foll owed the DOR procedure of ranking the 5 sales

from lowest to highest in value, including the Miltiple



Regression Analysis (MRA) estimate and the Wi ghted estimte of
t he subject to determ ne which nunbers are actually valuing the
subj ect property. The market value is being predicted by the
MRA estimate, the Weighted estimate, and conparabl e sal e nunber
2. Two of these figures are products of the conputer analysis,
and the third is a sale that was adjusted by over 50% The
actual sale price of conparable property nunber 2 in April of
1994 was $18, 750, but that was adjusted to $31,339. The cost
approach value for conparable nunber 2 is $18,612, or within
$138 of what it actually sold for.

The actual sale price of conparable nunber 3 in
Novenber of 1995 was $12,500. That is $3,770 dollars less than
the DOR cost val ue. Sale nunber 3 did not figure into the
final determnation of value since it was the |owest of the
seven values in the calculation, even though it was also
adj usted by over 50%
The subject is shown as being in nei ghborhood 661B

Conpar abl e sale nunber 2 is the only conparable that is al so
i ndicated in neighborhood 661B. The other 4 sales are in
nei ghbor hoods 661, 661A and 661F. The Board understands from
DOR exhibit C that Nei ghborhood 661 is the "Lincoln area"
Nei ghborhood 661-C in "Canyon Creek"; Neighborhood 661-E is
"Lincoln Springs"; Neighborhood 661-F is "Wst Lincoln"; and

Nei ghborhood 661-G is "Lanbkins-Mil care". These exhibits



present a confusing array of base size and base rate
determ nations to apparently recogni ze differences for the CALP
val ues. Anot her exhibit however, the Montana Conparabl e Sheet,
is used to indicate that sales froma rather snall area, across
a nmountain divide fromthe subject and wth superior anenities
are froma conparable location. It seens as though there is a
contradiction by arguing differences in the area for |and
sales, yet arguing the conparability for the overall narket
appr oach.

The taxpayer and the Board questioned the DOR
apprai sers concerning the pertinent data found in the CALP
nmodel utilized to determ ne subject |land value. The DOR was
given the opportunity to provide answers to the questions of;
Who determ ned the base size applied in this nodel?; Wo
determ ned the base rate applied in this nodel? The DOR
testified that M. Swope devel oped all the nodels for Lewis &
Clark County, and the base rate and adjusted rate is
"cal cul ated using regression anal ysis".

It is difficult to understand how a base size of 4
acres is determned fromthe size of the tracts contained in
the sales shown in nodel "NBHD 661 Lincoln Area", or why it
contains sales of over 26 acres, over 37 acres and over 76
acres when it is supposed to be valuing smaller tracts. The

picture is further clouded when one conpares the base size and



base rate found in the nodel "661-C Canyon Creek"” of 10 acres
and $2,147.76, with an adjustnent rate of $400. |In that nodel
area the DOR val ued a one acre site at $14, 600, even though the
calculation fromthe figures in the nodel would val ue one acre
at $16,400. The difference was explained as an DOR error in
the application of the values. It is a confusing concept when
the nodeling area is presented as produci ng conparable sales
for the market approach to value. This of course is supported
by the DOR with the argunent that the land value is inserted in
the overall market valuation on a one for one basis fromthe
CALP nodel . In the final determnation of value here it
creates an overval uation of the inprovenents.

The taxpayer |ooked at the DOR values, attenpted to
di vide them by the nunber of acres to arrive at a dollar val ue
per acre. No question that what he attenpted to do woul d not
produce a close figure on a per acre basis. |If the area, and
the market are truly conparable, it seens strange that there
woul d be a great variation. The bottomline is that even with
all these land nodels the DOR is using the value of $14, 600 for
a one acre parcel in the entire area anyhow

The taxpayer presented no evidence of sales
transactions to support his requested |and value, and failed to
meet his burden on appeal as to the | and val ue.

It is the Opinion of this Board that the market



approach to value as presented for the subject property in this
case is over stating the value of this property and shoul d be
overridden to the cost approach to value. The DOR was unabl e
to provide support for the application of an Econom c Condition
Factor on this property that has been applied at 111% and it
is the Opinion of this Board that it shall be renoved. The
appeal of the taxpayer is granted in part and denied in part,
and the decision of the Lews & Cark County Tax Appeal Board
IS reversed.

CONCLUSI ONS OF LAW

1. The Board has jurisdiction over this matter in
accordance with 15-2-301, MCA
/1

10



ORDER

| T IS THEREFORE ORDERED by the State Tax Appeal Board
of the State of Montana that the subject property shall be
entered on the tax rolls of Lews & Cark County by the
assessor of that county at the 1997 tax year val ue of $16, 850
for the land and $9,990 for the inprovenents as determ ned by
t hi s Board.

Dated this 24'" day of July, 1998.

BY ORDER OF THE
STATE TAX APPEAL BQOARD

PATRI CK E. McKELVEY, Chair man
( SEAL)

GREGORY A. THORNQUI ST, Menber

NOTICE: You are entitled to judicial review of this Oder in
accordance with Section 15-2-303(2), MCA. Judicial review may
be obtained by filing a petition in district court wthin 60

days following the service of this O der.
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